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REPORT TC THE CONGRESS

BY THE COMPTROLLER GENERAL
OF THE UNITED STATES
- [ URIARARA

Combined Truck/Rail
Transportation Service:
Action Needed To Enhance
Effectiveness

Pigcyback, the transporiation of truck trailers
and containers on rail flatcars, offers, in prin-
ciple, increased efficiency at a time when
saviag energy is of increzsing importance to
the Nation.

Some shippers who use trucks would use
piggyback mare if there were better rates,
speeaier service, and easies handling of loss
and damage claims. Interstate Commerce
Commission officials believe that railroads
generally do not promcdte piggyback beczuse
it may compete with their boxcar ser.ice-
boxcars, with their 40-year itfespan, represent
asubs ntial capital ipvestment.

GAQ makes a serics of recommendations to
reduce these difficulties and conc:udes that
the primary impetus to increased piggyback
use must come fron: the railroads.

CED-78:3 DECEMBER 2, 1377

{

AL



COMFTROLLER GENERAL OF THE UNITED STATES
WASHINGTON. O.C. 20348

B-139052

To che President of the Senate and the
Speaker of L .e House of Representatives

This is our report on what the Interstate Commerce Com-
mission can do to encourage the growth of piggyback and in-
crease transportation efficiency. The report discusses the
problems railroads have and how the Commission, within its
statutory authority, can help alleviate them.

We made our review pursuant to the Budget and Account-
ing Act, 1921 (31 U.S.C. 53), and the Accounting and Audit-
ing Act of 1950 (31 U.S.C. 67).

We are sending copies of this report to the Director,
Office of Hanagement and Budget; the Chairman, Interstate
Commerce Commiscion; and the Secretary of Transportation.

Comptroller General
0of the United States
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COMPTROLLER GENERAL'S COMBINED TRUCK/RAIL TRANSPORTATION
REPORT TO THE CONGKESS SERVICE: ACTION NEEDED TO ENHANCE
EFFECTIVENESS
DIGEST

Piggybark, the transportation of truck trailers
and containers on rail flctcars, can increaese
trangportation efficiency in the United States.

Trucks offer cost and service advantages for
short hauls, principally pickup and delivery;
railroads offer fuel efficiency and cost ad-
vantages for longer hauls. Piggyback, the com-
bination of the twc, offers the most efficient
use of both at a time when saving <icrgy has
become increasingly important to the Nation.

During the last decade, piggyback has enjoyed
some growth. While piggyback cerloadings com-
pared to total raii loadings has increased,

thev accounted for only 5.9 perceat of the

total domestic rail freight carloadings in 1976.
Various transportation interests believe that
piggyback is still limited and is clearly 3

long way from achieving its full potential.

Interstate Commerce Commission officials told
GAO that railroads cculd promote piggvback more
but do not do so because they do not want piggy-
back to divert traffic from their boxcars, which
have a useful life of 40 or more vears.

In order for the public to receive the greater

fuel efficiencies, environmental benefits, and

cost savings which can come from greater piggy-
back use:

-~Railrcads will have to solve certain problems
which discourage shippers from usina piggy-
back.

--The Interstate Commerce Commission should help
promote piyyyback by changing some of its
regulations and by examinina the effect of
certain inequities in the Interstate Commerce
Act and seeking legislative authority, where
reeded, to make needed changes.

Upon removal, the report

Xear Sheet.
cover date should be noted hereon,
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PROBLEMS THE RAILROCADS MUST OVERCOME

The railroads must lead in providing services
that shippers demand. Generally, shippers
using piggyback are sensitive to delays in
pickup and delivery; therefore, swift railroad
services must be maintained.

For example, shippers in the traffic corridor
between the Twin Cities of Minneapolis-St.
Paul and Chicago indicated that they are dis-
couraged from making more use of pigagyback be~-
cause:

-=hverage trucker delivery times were faster
than pigqyback, 8 hours compared to over
17 hours delivery times,

--The rate structure offered for piggyvback
cften was less attractive than rates offered
by truckers.

--There were losses and damages by piggybhack,
and shippers had problems in recovering dam-
ages.

These problems must be solved before piggyback
can grow between the Twin Cities and Chicago,
and there are iadications that similar problems
exist in other pvarts of the country.

The Comnission agreed with GAO that the rail-
roads must improve but noted that ths problems
raiiroad have in providing service to meet
shippers' and carriers' piggyback needs are
serious. It said that, while the railroads
are the central focal point, actually perform-
ing the service, the improvements they can ac-
complish may be limited. The specialized needs
of the shipper= and the nolural inflexibility
of rail operations need to be considered. The
Commission believed that due to the basic
differences between rail and truck service,
diversion of traffic to piggyback cannot be ex-
pected beyond a ce.tain level.

The Department of Transportation recognizes
that railroads need to improve their piggy-
back operations. The Department recently
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announced a8 demonstration progrem to promote
piggyback by showing the railroads that pro@uc-
tivity, profitability, and energy conservation
can all be achieved through improved

piggyback operations. (See p. 14.)

REGULATORY CHANGES COULD INCREASE PIGGYBACK USE

The Interstate Commerce Commission could en-
couraqe piggyback qrowth by changing some of
its regulations. For example, it should elim-
inate or modify its restrictions on

~--rail-owned truck companies so they can peform
piggyback more effectively and

--trucker's use of piggyback.

Because it was concerned about the competitive
advantages that truck companies owned by rail-
roads could have over other truckers and rail-
roads, the Commission gererally restricted
their operations. This, in turn, limited the
railrrads® ability to perform piggyback.
Modificaticn of these restrictions would
eliminate the dependence of some railroads on
truckers for providing piggyback service, and
this should be done. (See p. 16.)

The Commission prevents common carrier truck-
ers from using piggyback under some circum-
stances; for exzmple, a trucker cannot use
piggyback if the mileage traveled is less than
80 percent of the mileage the vruck would
otherwise travel on its authorized highway
route. The Commission says such restrictions
are needed to protect existing carriers and
insure adeguate service.

However, the Commission is currently studying
the need for this limitation. 1In responding

to this study, the Council on Wage and Price
Stability urged the Commission to eliminate all
restrictions on truckers' use oi piggybsack.

GAO concurs with this. (See p. 22.)

‘lso, truckers wanting to specialize in piggy-
back are prevented in some cases because the
Commission will not grant operating authority
if requlated truckers are already serving the

(™
[
[N



area adequately. Although truckers without
authority can lease their equipment with
Commission approval, to a regulated trucker
to provide piggyback service, the lease fee
can range from 13 to 20 percent of revenue,
This probably increases piggyback cost.

In July 1975, 2 Commission internal study
panel recommenrded that special Commission
operating authority be granted to truckers
wanting to specialize in piggybick, thus
enabling shippers to take advantaige of long-
distznce railrocd economies., Th2 Commission,
however, rejected the proposal berause it
beliecved existing regulated truck service
was adequate. (See p. 24.)

INEQUITIES IN THE LAW WHICH AFFECT THE
GROWTH GOF PIGGYBACK

One problem piggyback faces is the large
amount of empty return mileage--40 per-

cent compared to 16 percent for trucks on
highways. In this regard, the Interstate
Commerce Act aives truckers a competitive ad-
vantage. The act allows truckers to havl
agricultural commodities which are exempt
from truck regulations at whatever rates
they can negotiate. Raijlroads, however,

can only haul the commodities at publizhed
rates. As a resuvult, truckers underbid rail-
roadsz, and this contributes to the railroads’
empty return problem,

The Commission should study the inequities of
the act in terms of its restrictions on piggy-
back and seek legislative authority to make
needed changes. But the primary leadership
needed to increase the use of piggyback must
come from the railroads.

COMMISSION ACTIONS

The Commission said GAO's report correctly
points out there are many interrelated fac-
tors inhibiting the growth cf piggyback
service. Commission task forces are studying

--key point restrictions,
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-~-unrestricted motor carrier certification, and

--Interstate Commerce Act restrictions
relating tc rail-owned truckers.

The Commission said it also agreed with GAO's
analysis of the inequities involved in trans-
porting agricultural commodities and said it
had repeatedly requested legisletion to elimi-
nate the disparity.
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CHAPTER 1

INTRODUCTION

In 1976 the Congress established a2 National
Transportation Policy Study Commission to investigate tran-
sportation needs and resources. The 19-member Commission,
consisting of 12 congress.onal members and 7 public members,
is evaluating the revlative merits of different transporta-
tion modes, -nd it plans to make recommendations in 1978.
Part of ti} ommission's study relates to intermodal secrvice,
which ¢ffe.. the advantaye . £ transportation carriers work-
ing tcgether for increased efficiency. Piggyback--the
transportation of truck trailers and containers on rail
flatcars--is one such intermodal service.

Piggyback offers the inherent advantages of both truck
and rail. Trucks usually possece cost and service advantages
for short hauls, principally pickup and delivery, and rail-
roads offer a cost advantage for longer hauls. Railrocad &nd
trucking officials believe that the cost advantage shifts from
regulated trucks to rail at a distance of about 400 miles.

The .nterstate Commerce Cormission (ICC) and Depar.ment
of Transportation (DOT) have said that more use of pigayback
would provide greater energy efficiencies. During the last
decade, piggyback hcs enjoyed some growth, As shown hLelow,
the percentage of piggyback carloadings to total rail car-
loadings has increased somewhat, but in 1976 still accounted
for only 5.9 percent of total domestic ra‘lfreight carload-
ings.

Zalendar year
1966 1571 1972 1973 1974 1975 1976

Total
carloadings 29.6 25.3 26.1 27.3 26.4 23.2 23.6

Piggyback
carloadings 1.2 1.2 1.3 1.5 1.5 1.2 1.4

Percent of
piggyback
to total 3.9% 4,7% 5.7% 5.6% 5.7% 5.3% 5.9%
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ICC officials told us that there has been mcre growth
in the usc of piggyback to haul contairers for imuort-export
movements., But various transportation interests jelieve that
the vailroads' present percentage of pigayback traffic is
still quite limited and that piggybac" is clearly a long wav
fron achieving 3ts full potential.

JURISDICTTON OVER PIGGYBACK

ICC is ar independent agency with broad responsibilities
for insuring that the United States has an adeguate, efficient
transportation system under private ownershio. 1CC's regqula-
tory respensibility affects every mode of surface transporta-
tion. It is composed of 11 members who are appointed by the
President and confirmed by the Senate. The Chairman is
designated by the President, and the Vice-Chairman is elected
annually.

The Inturstate Commerce Act provided the basis for ICC's
policies and requlations of transportation by rail, motor,
and water., Although certain sections of the act deal with
intermodal service between railroads and water carriers,
tt.e Congress did not give ICC specific instructions about
intermodal servi<te between raiironads and truckers. ICC, by
law, has authority to require intramodal thrcugh route agrce-
ments for railroads, water carriers, and buses and intermodal
agreements between railroads and water carriers. A through
route is an agreement between two or more carriers to carry
freight from an authorized point on the line of one carrier
to an authorized point on the line of another.

ICC hHas developed cspecific piggyback regulations which,
among other things, rrovide (1) standardization of industry
practices, {(2) tariitf and billing reguirements, anrd (3)
guidelines for pigayback service. Other ICC requlations
which apply to motor and rail transportation also apply
to piggyback.

Truck regulatiors

Over 15,000 trucking companies serving the public are
subject te ICC economic regulations. These companies may
be divided into two classes--common carrier and contract
carriers., Common carriers serve the general public and
publisih rates for their services. Every common carrier,
in order to operate interstate, must prov2 to ICC that
the proposed service is needed. Once this is done, the
common carrier receives an operating authority which
specifi:s the locations it may serve and, generally, the
commor.1ties it may carry.
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Contract carriers operote under continuing contracts
with one or more shippers. By assigning vehicles to shippers
and through other special services, a contract carrizr
serves the distinct needs of an individual customer. Con-
tract carriers must also obtain ICC permission before
operating interstate.

ICC, by law, does not have authority over (1) intrastate
truck movements, (2) interstate trucks carrying certain
agricultural products, (3) local truck transportation in
commercial zones which are specified urban districts, and
{(4) truckers engaged in private overations, sucn as manu-
facturers and retailers who may have their own trucks bucr ave
not in the transportation-for-hire business.

ICC has approved sevan basic plans which shippers use
for piagyback service. (See app. I.) Two of the plans
involve the cooperation of commnn carrier truckers and
railroads. Under those plans, the shippers are allowed to
deal with truckers in transporting their caerqoes. These
truckers can nrovide the trailers and pickup and delivery
survices. The revenue from these shipments is divided
between the trucker and the railroad. Although truckers
are not required by law to enter into any piggyback acree-
ments with railroads, they may do so. Whea such an agree-
ment is made, ICC requires that the truckers have the
operating authorities to carry cargo for their segments
of the piggyback movenments.

Railroad regulation

Excert for railroads which do not serve the general
public, all railroads are subject to ICC regulations.
When shippers deal lirectly with the railrosds for pigoy-
bachk service, the railroads may provide all equipment and
service from pickup to delivery or only the 13il portion
¢f the movement. If the railroads preovide pick up and
delivcesy with their own trucks, ICC redguires that the
truck- have, when recessary, motor carrier operating au-
thorit’es to provide service between the railicad loading
rauigs and the shipper's loading and unloading pcints. HNo
1C =uthorit is necessary with respect to certain piaggyback
pla:s when truck service is performed within the exempt com-
mer.ial zones,

ICC doees not heve the authority to reguire through
route agreements between trucks and railroads, but both can
voluntarily enter into such agreerments. Every tariff must
be filed with ICC showing the service to be provided, routes,



2 K
s, W ST
PR YR
SR ) P
" g

v ek
R N T

A AR :
2 §.1 SRR A <l

GIANT CRANE IN MULTI-MODAL FACILITY LOADS TRAILERS

st R TR TP
; % d

o b am

- pg}w

71
o RN A e
St S SR T T
B nnae oar
Gyt L
 graipay
s

TN A

PIGGYBACK FACILITY CAPABLE OF HANDLING 22.CAR TRAIN SECTION-UP FHOM THE ROAD
BEHIND A TRUCK TRAW ER 2ND ON THE SPECIAL INTERMODAL OR PIGGYBACK FLAT CARS,

OR FROM (RAIN TO ROAD, GO TRAILERS AND CONTAINERS BEING LOADED,OR UNLOADED.
THE MOVEABLE, RAILM.OUNTED OVERHEAD GANTRY CRANE CAN Lii*T €0,000 POUNDS AND

CAN HANDLE A 22.CAR TRAIN SECTION.

SOURCE: THE SOMUTHERN RAILWAY COMPANY 4

Jap——

o, oo o S



and rates. When railroads and truckers enter into through
route arrangements, charges for service must be just and
reasonable. Railroads and truckers usually agree to charye

a single rate, called a joint rate, for carrving freight on

2 through route. Under five piggyback plans, railrcads can
provide piggyback service without the cooperation of common
carrier truckers., ICC re-uwires that railroad piggyback
service be available to ell; therefore, common carrier truck-
ers can use piggyback services without making special joint
rate arrangements with the railrcads.

SCOPE OF REVIEW

We reviewed the efforts by the rail and trucking indus-
tries, ICC, and DOT to increase the use of piggyback. We
did not assess (1) the operations of other intermodal trans-
portation systems such as water and rail carriers, airlines
and truckers, and railroad landbridges, (2) the nature or
extent of potential piggyback technological improvements,
or (3) the adequecy of rail equipment to perform piggyback.

Our review was done at ICC headquarters in Washington,
D.C.; regional offices in Chicago and Sarn Frarcisco; the
Mirneapolis field office; and railroad and trucker head-
guarters in Illinois, Minnesota, and California. We inter-
viewed ICC personnel and reviewed ICC's statistics on
piggyback traffic, policies and procedures, and avplicable
laws and regulations,

We dJdiscussed piggyback usage with shippers in Minne-
sota, Illinois, ard California and met with DOT officials
to (1) obtain their assessment of piggyback growth and
potential and (2) determine the extent of their partici-
ration in promoting piggyback growth. We also discussed
the impact of piggvback with several officials of the
Teawmsters Union.

We studied the traffic corridor between Chicagc and
Minneapolis-St. Paul (Twin Cities). We selected this
corriderx because a heavy volume of freight moves regularly
in each direction, there are a large number of shippers,
the transpcrtation mcdes are highly competitive, and the
cities are for enough apart to take advantage of pigoyba-ck's
efficiencies.



CHAPTER 2

POTENTIAL BENEFITS OF INCREASED

USE OF PiGGYBACK

The Interstate Commerce Commission and the Department of
Transportation have evaluated the merits of increased piggy-
back use and concluded that the public would benefit. ICC
in an August 1976 statement concluded that increased piggy-
back use would provide fuel efficiencies and environmental
benefits to the public.

DOT has funded -wo research projects in an effort to
obtain information on the feasibility of a systematic piggy-
back network. The researchers found that a piggyback network
is feasible ani that it would result in energy efficiencies
and environmental benefits if the railroads make several
changes, priwarily by providing better service and lower
rates.

ICC DETERMINATION OF
PIGGYBACK _EFFICIENCIES

In October 1976, ICC modified a regqgulation which cou.ld
increase the use of piggyback. (See p. 22.,) ICC stated 1in
its environmental impact statement on this requlation change
that the shift of addicional traffic from highways to rail
would be beneficial as follows:

“The .lower rolling tesistance of steel wheels on
steel rails as convared to pnzumatic tires on
pavement surfaces, and the economies of scale
associated with longer trains make railroads a
more energy efficient transport mode than trucks
by a factor of between 2.5 to 1 and 4 to 1 or
more for an eaquivalent ton mileage of freight.

vk * * Since piggyback service is utilized pri-
merily for intermediate or long distance hauls
and the increased use of such service will re-
sult in larger trains, the energy efficiancies
obtainable from rail transport will be realized
close to their full extent."

ICC also stated thet more pigayback shipments would have
a beneficial effect upon the eir guality because total emis-
sions per ton-mile would be reduced by the increased use of
more efficient rail transportation and higher rail load
factors.



ICC pointed out that increased grade crossing accidents
and derailments may be disadvantages of additional use of
piggyback. According to ICC, these disadvantages, as well as
other safety hazards associate. with heightened rail activity,
would be offset by improvements in highway safety. Histori-
cally, railroads have had fewer accidents per vehicle-mile

than intercity common carrier truckers.

DOT'S EFFORTS TO DETERMINE
PIGGYBACK EFFICIENCIES

DOT was established in 1966 to develop coordinated trans~
portation service, provide general leadership in solving
transportation problems, and make recommendations on trans-
portation to the President and the Congress.

POT's 1975 Statement of National Transportation Policy
noted that, for the most nart, the potential of intermodal
services remained unrealized. DOT said the piroblem had been
a lack of information for decisionmakers to measure the po-
tential of intermodal services.

Research projects

farly in 1972, DOT publicly posed the question of whether
a national piggyback network could provide significant na-
tional benefits and be self-sustainina. 1In 1973, DOT ccn-
tracted with Reebie Associates, a transportaticn consulting
firm, for two research projects on piggyback. These projects
were to consider the feasibility and benefits of a nationwide
piggyback system 1/ and piggyback in a selected traffic cor-
ridor. 2/ Hypothesizing the amount of intercity freight which
“ would shift to .ail if piggyback servirces were faster and
rates were cheaper, Reebie Associates prnjected the benefits
and problems that such a system could have cn the transporta-
tion industry.

lthough Reebie Associates concluded that more piggy-
back was feasible, its projection was based on several stand-
ards needed for a successful piggyback operation. These
stancdards were:

1/National Intermodal Network Feasibility_étudy, Report No,
FRA/OPPD-76/21, May 1976.

2/An_Improved Truck/Rail Operation: Evaluation of a Selected
Corridor, DOT-FH-11-8158, December 1975,




--Typically, more profitable traffic demands faster and
more reliable transit times; therefore, high service
standards would have to be maintained.

~-Motor carriers, with their greater flexibility, will be
extremely cost competitive, so the unit cost potential
inherent in piggyback would have to be fully realized.

-=-Because cf service and cost reguirements, high stand-
ards of equipment and facility maintenance would have
to be met.

-=-Duerating within the context of such a high standard,
some ot the existing railroad lines and plans and
many terminal facilities would be inadequate and.
therefore, would have to be upgraded or replaced.

--Because of the critical need to maintain minimum unit
costs, the commercial departrment in an intermodal or-
ganization would have to adopt, as one of its primary
goals, the achievement of balanced traffic flows,
brought about by pricing action and selective sales
development.

gggefits

Reporting in 1976, Reebie Associates stated that a
nationwide piggyback system would provide the following
benefits.

--In general, piggyback would have a positive impact on
the health of both the railroads and the trucking in-
dustry. As traffic shifts are made, each mode could
concentrate more on that portion of traffic for which
it is most capable of operating.

--An improved system could be expected to save about
53.7 million gallons of fuel in 1985 compared to the
amount that would be used if transportation continued
as it was in 1976. This shift in transportation would
represent a 9-percent fuel savings.

--The improved system would provide an additional trans-
portation operation which could be highly competitive
with the existing transportation modes. The increased
competition shoulcd benefit the consumer in terms of
lower cost and better service.

Reebie Associates selected the traffic c:crridor between
Los Angeles and Portland, with Sacramento as an intermediate
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point, to study as a selected corridor within a nationwide
system. Generzlly, the benefits identified in this study
were less than those in the nationwide study. The compari-
sons between the transportation modes were affected by moun-
tainous terrain and the comparative ages of the rail and high~
way facilities.

Although the corridor study did not indicate any fuel
savings, Reebie Associates pointed out that an improved
piggyback system could reduce operating costs. Using a cost-
ing system which is not generally used in the transportation
industry, Reebie estimated that an improved piggyback system
could operate 25 to 30 percent cheaper than common carrier
truckers.

Problems

Reebie Associates stated that the major problem in both
the nationwide and selected corridor studies would be the
expected elimination of some long-distance driving jobs.
This would occur because a significant volume cf freight
would shift from the hLighways to rail. Nationally, Reebie
Associates estimated that about 16,000 lonn-distance truck
drivers' jobs--less than 1 percent of the .otal Teamsters
Union membersnip--could be lost. On the other hand, keebie
Associates stated the normal attrition could take care of
the situation.

In response to tho possible loss of long-distance truck
drivers' jobs, Teamsters officials told us they didn't believe
the increased efficiencies from more use of piggyback would
justify the loss of its mcmbers' jobs. They explained that
long-distance truck driving is one of the faw occupations
where a relatively unskilled worker can earn a decunt living.



CHAPTER_3

RAILROAD ACTIONS NECESSARY

TO INCREASE THE USE OF PIGGYBACK

The success of any transportation service is based on its
ability to provide good service at low rates. 1In orde:i to
determine the problems inhibiting pigayback growth, we studied
the traffic corridor between the Twin Cities and Chicago and
interviewed shipping, trucking, and railroad persrnnel. Our
study indicates that shippers in this corridor ar. exoverienc-
ing problems with pigagyback service and rates which mrzt be
solved before piggyback can grow. In this corridor we found
that:

--0On the average, piggyback delivery times we-e slower
than those of truckers.

~-=-The rate structure offered for piagyback service was
often less suitable to the shirover's needs than that
cffered by truckers.

--Shippers were reluctant to use some of the piagavback
plancs because of cargo loss anag damage and problems
with clainms,

Various studies and industry magazine articles indicate
that similar problems exist in other parts of the country.

ICC agreed the railroads must imorove but noted that
the problems the railroads will have i~ meeting service
needs of shippers and carriers are serious. ICC said that
there are many interrelated factors inhibiting the arowth
of piggyltack, and while the railroads are the propcr focal
point, th:re may be limits to the improvements they can make.
These limitations, according to ICC, involve shippers' spe-
cialized needs and the inherent inflexibility of rail opera-
tions. ICC said that, beyond a certain level of service,
diversion of traffic to piggyback cannot be expected because
of basic differences between rail and truck service. (See
p. 33.)

COPRIDOR DESCRIPTION

The shortest line haul distance between Chicaqo and the
Twin Cities is about 400 wmiles by either hishway or rail.
An interstate highway runs across Wisconsin. 1In addition,

10




the Mississippi River and Illinois Waterway provide a compet-
itive water link for commodities such as ste=l products.
Despite the presence of the waterway, it appears that the
competition for freight suitable for piggyback is between
railroads and truckers.

There are currently five railroads providing daily piggy-

back service in this corridor. Three of the railroads' mile-
age between Chicago and the Twin Cities are comparable to the
intorstate highway distence cf about 400 miles. The two re-
maining railroads have mileages of 457 and 524 miles.

A total of 42 general commodity, common carrier truckers
serve the commercial points between Chicago and the Twin
Cities. The number of unregulated truckers operating within
the corridor is unknown, bit a Wisconsin traffic survey in-
dicated about one-third of the motor freight moves by these
truckers.

NEED TO IMPROVE PIGGYBACK DELIVERY TIMES

The Reebie study indicated that the transportatior mode
capable of providing morning delivery in the shortest cime
established the service standard for a particular traffic
lane. Truckers in the Chicago~-Twin Cities corridor have es-
tablished an 8-hour standerd for early morning deliverv of
any shipmeat given to them the previous afternoon. None of
the five railroads in this corrider could meet this service
standard consistently. The transit times of the corridor's
three dominant railroads for pigayback exceeded that of the
truckers.

In addition, piggyback reouires time for terminal handl-
ing and local pickup and delivery. Railroads generally es-
tablish terminal cutoff times which require the shippers
to deliver their trailers 1 to 2 hours before the train's
scheduled departure. Local pickup and delivery time averages
about 1 hour. Therefore, total average service times for the
three dominant railroads were as follows:

11



Average Piggyback Service Time

Southbound from

Northbound from Chicago Twin Cities
Activity No. 1 No. 2 No. 3 No. 1 No. 2 No. 3
------------ ~===w===(hours)====-- - -
Origin:
Pickup 1.0 1.0 1.0 1.0 1.0 1.0
Terminal 2.0 2.0 2.0 2.0 2.0 2.0
Line hzul 11.0 14.5 12.5 12,0 13.8 16.0
Destination:
Terminal 2.0 2,0 2.0 2.0 2.0 2,0
Delivery 1.0 1.0 1.0 1.0 1.0 1.0
Total 17.0 20.5 18.5 18.0 19.8 22.0

Service times are estimates based on optimum operations
and do not allow for delays caused by terminal or local road
congestion. As ‘a result, actual times may .r mey not exceed
the estimates. All the shippers we interviewed stated that,
if piggyback service time was improved to a level comparable
to truckers, they would use piggyback more.

In an attempt to improve piggyback service in this corri-
dor, DOT proposed in 1976 that the five railroads, through
a Jjoint effort, provide dedicated pigayback services; that
is, service where a train would be composed of only piggyback
shipments. The railiroads would cooveratively pool their
trailers and provide pigygyback trains between Chicago and the
Twin Cities. A pooling agreement is an arranoement among
common carriers to pool or divide traffic, service, or reve-
nue. Pooling agreements are unlawful unless approved by the
Interstate Commerce Commission. As of July 1977, the rail-
roads had not aoplied to ICC for apovroval, and at least one
railroad had indicated orposition to the proposal.

In regard to transit time, ICC officials said that
another rail system not in the corridor we studied found
that pirgyback was not cost effective and, therefore, mixed
piggyback trailers with other railcars. ICC said that with
such service, the transit time is relatively unattractive,
and piggyback, on this rail system, has been second~class
service,

12



PIGGYBACK RATES ARE NOT
ATTRACTIVE TO SOME SHIPPFPRS

Railroads generally use flatcars for pigayback vhich can
accommodate tvo trailers, and they have assessed an additional
charge to those shippers who ship only a single trailer. 1In
the Chicago-Twir Cities corrider, the difference between ship- .
ping one and two trailers simultaneously to & common destina-
tion was about $50 per trailer. Most shippers, even some of
the larger shippers, seldom have two trailers to ship and,
therefore, cannot realize this savings. As a resulu, some
shippers have formed an association to match the members'
single trailers into pairs, thus quelifying the shippers for
the lower charge. While the association has performed ite
function successfully, it still charged members up to $29
per trailer for the service.

Railroads in the corridor offer pigayback rates for full
trailer loads only. These rates are generally ettractive to
shippers with bulky commodities which meet the minimum weight
requirements for full trvcklcads. ©Cn the other hand, the
railroad rates are uvnattractive to shipoers whose commodities
cannot meet the minimum weights recuirzd for truckloads.

In addition, railroads in the ccrridor did rot offer at-
tractive rates and services for consolidating shipoers' less-
than~trailer loads. Implementinqg better service for con-
colidaiina such shipments, accerdirg to ICC, would possibly
bring about &n increase in freight rtates. ICC provided the
following data to show that railroads have preferred to get
away from handling such traeffic:

Carloads Loss~than- Percent
Year total carload less-than—cag‘oad
1946 41,375,782 6,324,850 15.29
1956 37,841,969 3,035,495 8.02
1966 23,167,728 322,349 1.11
1976 23,638,376 20,125 0.09

NEED TO IMPROCVE PROCEDURES FOR
HAANDLING LOSS AND DAMAGE CLAIMS

Shippers in the corridor were dissatisfied with both
the auount of damadges sustained in the use of piggyback serv-
ice and the refusal of the railroads to compensate them for
these damages.

.Trailers on rail flatcars undergo a congtant sideways
swaylng. Cargo, therefore, must be loaded or braced differently

¥
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in trailers being carried by rail than in trailers being
transportczd by trucks. Scme shippers, after adopting proper
loading techniques, have eliminated exce.sive damages to
their piggytack shipments. Other shippers, however, have
decided to limit their piggyback usage because of the high
rate of damage.

The carrier issuing a rcceipt or bill of lading for a
shipment is responsible tor losses or damages while the
shipment is in its custody even if the loss or damage occurs
on the line of another carrier. Under the most widely used
piggyback plan, however, the liability for damage is diffi-
cult to prove. Shippers load and seal trailers at their
shipping docks, and local truckers deliver the trailers to
the rail terminal., Without inspecting the content of the
trailers, the railroads then place them on the flaztcars for
movement. Unless the traiiers ar2 involved in a derailment
or obviously aamaged in transit, th2 railroads will generally
deny payment cf shippers' damage ciaims. Their derial 1is
based on the inability of the shippers to prove that damages
occurred while t' 2 trailers were in the custody ¢of the rail-
roads. Shippers are not faced with similar denials when they
use conventicnal rail or motor carriers and, therefore, many
shippers may choose to avoid using piggyb-ck.

DOT EFFORTS TO IMPROVE PIGGYBACK GROWTH

In Febrvary 1¢77, DO. announced a demonstration program
designed to implement many of the standards recommended by
Reevie's studies. The program's objective is to improve
rail/highway freight servic., productivi*y, profitability,
and energy conservation. Under the te:mz of the 3-year,
$1.3 million contract, the Association of American Railroads
will manage several demonstrations of new concepus in piggy-

back services on designated routes between celected pairs of
cities.

Operating technigues to be tested irclude:

~--Piggyback trains which provide direct origin to desti-
nation service with no classification yard handling.

~~Regularly scheduled train operations with two or more
departures daily.

~—Increased labor productlivity.
--Imnproved terminal operations,
--Specialized information and control system to respond

to mark=t changes.
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The association will subcontract with several railroads
through competitive bidding and will provide project man-
agement, monitoring, and coordination. 1In 2ddition, the
associi tion will collect and analyze the data; previde 2
final report, including findings, conclusions, and recom ..n-
dations; and assess the prcbable contributions of an improved
rail/highway intermecdal service to the nationel transportaticn
system.

CONCLUSIONS

Qur study of the traffic corridor between the Twin Cities
and Chicago indicates thet before piggyback can grow, rail-
roads must solve certain problems. Specifically, oroblems
with piggyback service and rate structure have discouraged
shippers from using piggyback. In order to improve piggyback

AT LTl AT TS

and improved handling of loss and damadgde claims.

Indications are that similar problems exist in other
parts of the countcy. DOT has formulated a new progran to
foster the development of pigayback, but the rail industryv
will have to do more itself if piggyback is to realize its
potential.

In requleting the various modes, ICC has imposed cer-
tain restrictions which add to the problem of imrlementing
a viable pigayback system, These restrictions, their imoact,
and needed improvemen:s are discussed in the next chepter.
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REGULATORY CHANGES COULD

INCREASE USE GF PIGGYBACK

As discussed in the preceding chapter, the primary im-
petus to increased piggyback use has to come from the rail-
rpoads. However, the Interstate Commerce Commission could
help by changing its requlations which restrict the growth
of piggvhack. Alsc, tlere are apparent inequities in the
Interstate Commerce Act which affect the increased use of
piggyback.

Specificelly, ICC regulations and the act

-—imooce stricter restrictions on the operations of
somc railroad-controlled trucking companies thza on
other trucking companies;

~-prevent truckers, under certain circumstances, from
using pigyyback; and

--allow truckirg companies, but not the railroads, to
competitively bia on the trensportation of agricul-
tural commodities to reduce their empty return trips.

KESTRICTICYS ON RAILROAD-CONTFOLLED

e et e s =

TRUCKING COMPANIES APPEAR TO HAMPER
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ICC imposes stricter restrictions on railroad-contrclled
trucking companies than on other trucking companies. While
some railroads have broad trucking operations without re-
stri.tions, others have restrictions which hamper their
abitity to perform piggyback services.

Although cooperation between truckers and railroads
has sometimes worked, it cenerally suffers irom a major
flaw., Accordiny to a rail official, each transportaticn
mede has commitments to its owners and to i:s own transpor-
tation mode. [ > said that truckers want to get freight on
the highways and railroads want to get it on the rails.
Each mode, he rcaid, seeks business for itself whether this
truly serves the customers and the puklic's best interest
or not.

We believe these restrictions also indicate thai regu-
latory changes are needed, because:

16
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~--Ac the interctate highwezy system developed, new in-

dustries 7 ...ad it convenient, in terms of market ac-
cess and .conomy, to locate away from rail lines,
Without trucking connections of their own, rail-
roads have tc arrange with truckers for pickup and
delivery of trailers and containers. Because of the
competitiveness of the transportation environment,
arrangements with truckers are sometimes unreliable.

DU S

-=-Generally, shipments moved by trailers or containers
tend to be lighter and more costly. These shipments
are frequently time-sensitive as to pickup and delivery.
As discussed in chapter 2, ra.lroads need to improve
transit times. Piggyback operations, therefore, must
be efficient to compete with truckers.

ICC officials believe that regulatory restrictin~s do
not impede piggyback growth. According to ICC officials, the
key to the success and prosperity of piggyback is the commit-
ment which railroads are willing to make. They said that
raiiroads have trzditionally committed themselves to boxcar
services. There are huge amounts of "sunk” costs in boxcars
and other similar types of eguipment which have useful iives
of 40 or more years. Railroads, therefore, want to use tacir
boxcars to their best advantage. Piggyback, however, is both
an opportunity for competing with motor carriers and a threat
to boxcar traffic. ICC officials said that in handling the
opportunity and threat which piggyback offers, railroads have
attempted to walk the tightrope by oroviding piggyback serv-
ice at prices which will entice shippers way from trucks and
yet not entice shippers away from boxcar traffic.

Development of restrictions

Before the Motor Carrier Act of 1935 fnow part II of
the Interstate Commerce Act), many railroad-controlled truck-
ing companies existed. The railroads used these trucks not
only to complement their rail service but also to provide
service which was independent from their railroad operations.

Public concern about undesirable competitive practices
between trucks and betweer truckevs and railroads led to
the passage of the 1935 act. And in a 1936 case, ICC ex-
pressed disapproval of competition between established
truckers and railroads where railroad-owned trucks (1) com-
peted with the railroad itself, (2) competed with established
truckers, or (3) invaded territory already adequately served
by anothei railroad. In this and subseguent cases, ICC gen-
erally imposed restrictions on rail-owned truck companies
which
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~-limit trucks to operating parallel and adjacent to *he
railroad lines and

--prevent trucks from providing service between larger
cities called key poiats,

Restrictions on ownership and expansion

The Interstate Commerce Act requires that ICC disapprove
railroad ownership of trucking companies except in special
circumstances. According to the act, these special circum-
stances are that the purchase of the trucking company mus%
(1) be consistent with the public interest, (2) enable rail-
roads to use service by motor vehicle to public advantage,
and (3) not unduly restrain competivion.

In raferring to this special circumstances test for
railroad-nwned trucking companies, ICC in a 1946 case stated
that the Congress intended

*% * * to protect each mode of transportation from
the suppression or strangulation thereof which might
follow if control thereof were allowed to fall into
the hands of a competing transpertation agency.”

In interpreting congressionecl intention, ICC has ruled
that railroads must show that the purchase of a truck com-
pary is not only c¢ mnsistent with, but zlso must promote, the
public interest. The Supreme Court has upheld this ruling.

Railroad-owned trucking companies that existed prior
to the 1935 act were generally protected by the "grandfather
clause” of the act which allowed them to continue operating.
Rail-owned trucking companies' requests for expanded operat-
ing authority, however, have been treated the same as re-
quests to purchase truck companies and must meet the special
circumstances test.

For example, in 1972 a trucking company which was a
subsidiary of a railroad company applied for additional
operating authorities, It sought permanent authority to
haul trailers between Washington County, Georgia, and vari-
ous loading ramps in Georgia which were limited to piggy-
back service. 1In denying the application, ICC stated that:

~-~-The trucking company is owned by a railroad and thau
it did not meet the special circumstances test re-
quired for additional trucking authority.

18
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--If existing regulated truckers can economically and
efficiently transport all proposed shipments, they
should be given the right to do so before new
competitors are authorized.

I1CC, on the other hand, has granted expanced operating
rights to some railroad-owned trucking compar.ies without
restrictions. Generally, these operating rigiits were granted
when ICC found areas that were not being ssrved adequately
by either common carrier truckers or the railroads. Other
railroads, however, have truck operating rights which are
eithe: limited to rail lines or encumbered by restrictions,

Railroad pickup and delivery
carability is limited

Generaily railroads are restricted from owning truck-
ing companies unless the truck operations are parallel and
adjacent to the railroads' rail lines. As a result, rail-
roads must rely o:. other trucking companies to pick ur and
deliver trailers for them. These truckers are oft<n in
direct competition with the railroads and may ncc provide
pickup o1 delivery for the railroads until all their own
needs have been met.

Recent ICC action could improve the pickup and delivery
capability of some railroads. Historically trucking opera-
tions within and immeijiately around some cities were exempt
from regulation under the 1935 act. The boundaries of these
areas, called commercial zones, however, remained unchanged
while industrial centers and cities changed. 1In April 1977,
ICC expanded the commercial zones around tre Nation's cities.

Although in some cases railroad-owned trucking compan-
ies' terminal areas may exceed the commercial -ones, the
expansion of tne commercial zones will generally allow rail-
roads to offer wider pickup e¢nd delivery services with their
own trucks.

Although enlarged commercial zones may remove the rail-
roads' forced reliance on other truckers to provide local
pickup and deiivery, ICC's key point restrictions, in some
cases, still contribute to the poor quality of piggyback
service,

Speed and reliability are hampered

The speed and reliability of piggyback service is
hampered by am ICC restriction as to where railroad-owned
trucks can operate. Such trucks are prochibited from

19



operating between "key points" (key poirts are shippers'
concentration and distribution points and are usually 100 to
150 miles apart). For example assume points A, B, and C
represent different cities with key point restrictions and
piggyback terminals. A railroad has tracks between A and

B and from B to C but not between A and C. Assume a shipper
wants to ship a trailer from A to points where the trailer
had to travel through C. The key point restrictions prcvent
railroad-owned truck service between A and C; therefore, the
railroad has to transport the trailer from A through B to
reach C. If ICT permitced railroad-owned truck service be-

tween A and C, the speed and reliability of piggyback service
may improve,

Highway Route

’48
Rail Route
/,/
,I
V'
/ /
7’
//
A Cc

Some railroad-owned trucking and Department of Trans-
portation officials believe key point restrictions cause
operational problems and deny flexibility to piggyback opera-
tions. It appears that the problems of matching trailer
loads anu providing dedicated trains, as discussed in
chapter o, are therefore compounded.

In addition, the problems of key point restrictions
were discussed in the National Productivity Studw., 1/

1/"Improving Railroad Procductivity," final report of the
Task Force on Railroad Productivity, November 1973,
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It said the restriction has probably resulted in the creation
of too manv piggyback terminals and that a more limited number
of terminals may be desirable for efficient train operations.
The study pointed out that the decentralization of piggyback
terminals is cne reason why trailers have tended to move in
regular train service, as opposed to dedicated trains, forc-
ing shippers to accept transit times higher than expected.
The study further stated that consolidation of terminals will
facilitate long-run through trains that will minimize the
greater labor and capital costs of short, infreguent trains,
intermediate yards, and frequent switchings.

ICC said that key point restrictions are necessary to
insure that railroad-owned truck services will supplement
rail service rather than compete directly with other truckers,
ICC has, in some instances, .emoved key point restrictions
from railroad-owned trucking operating rights when a hard-
ship was found ar3 compctition was not restrained.

In our opinion, key point restrictions, in most cases,
are no longer needed. ICC imposed these restrictions in
the forties when railroads were the dominant mode of trans-
portation. Since that time, trucks have competed effectively
with railroads. For example, between 1939 and 1973, the

railrcads' share of freight shipping decreased from 62 to
39 percent.

RESTRICTIONS WHICH PREVENT TRUCKERS
FROM USING PIGCYBACK

ICC regulations prevent truckers who want to use pigagv-
back from doing so in three ways:

--The piggyback mileage (that is, combined highway and
rail) cannot be less than 80 percent of the trucker's
authorized highway mileage.

--Truckers cannot go to a city to use piagyback unless

they aliz2ady have an operating authority to serve the
city.

--Truckers cannot obtain authority to specialize in

piggyback if existing regulated truckars are already
adeguately serving the area.

ICC's reasoning for these limitations is that its
statvtory authority reguires that axisting regulated truckers
be protected and adeguate service be insured. 1In a previous
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report 1/ we pointed out that these traditional regqulatory
objectives sometimes compute with eneray conservation actions.
Similarly, they also comrcte with the other votential benefits
that increased use of piggvback would offer.

Limitation on mileage savings

Originaliy ICC would not allow truckers to use pigqyback
if the milesge traveled was less than 85 percent of the au-
thorized highwey mileage. ICC believed that truckers who
used a shorter route could actually be competing in a new
market where other truckers might already be efficiently and
adequately servinag the public.

In response to a petition f£iled in December 1974, ICC
in October 1976 permitted truckers to use pigayback if mile-
age was at least 80 percent of the authorized highway route.
The petition had been filed to make the mileage reduction
criterion consistent with another ICC energy-related decision.

When ICC aranted this petition, it also started on its
own a rulemaking proceeding (Ex Parte No. 230, Sub-No. 4,
Investiqgations to Consider Further Modificatior of the Pigagy-
back Service Requlations) to determine if there were economic
justifications for mileage limitations on the use of pigay-
back and, if so, what the limitation shouvld be in light of
current economic conditions. As of Octeober 1977, ICC had
not issued its report on Ex Parte No. 230.

In response to this proceeding, the Council on Wage
and Price Stabilitv has urged ICC to eliminate all restric-
tions on truckers' use of piggyback. The council said that
this would in many cases allow more direct shioments and re-
sult in fuel savings, improved service, reduced highway con-
gestion, lower maintenance costs and air pollution, and ulti-
matelv lower shipping rates.

Truckers may not use all
pigayback services available

Truckers may carry cargo to a city if they have an
operating authority to serve the city. “hey may not carry
carqo to a city for which they do not have authority, even
if they only went to go there to transfer their carqo to
piggyback service. For example, assume a trucker is

1/"Energy Conservation Competes with Regulatory Objectives
for Truckers," CED-77-79, July 8, 1977.
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authorized to ship from Chicago to Miami but not to any
points along the way. 1If pigayback service was available in
Cincinnati, 1CC would not allow the trucker to transfer his
cargo to the piggyback service unless he also had an operat-
ing authority to transport carao from Chicago to Cincinnati. .

ICC officials referred us to a 1963 court case 1/ where
the Federal court upheld the ICC's ruling that truckers can-~
not provide piggyback service where they have not obtained
operating authority. The court agreed with ICC that substi-
tuted piggyback service should recuire scme reasonable rela-
tionship to the authorized motor carrier service for which
it is substituted. It concluded that such proposed use of
piggyback service was a destructive competitive practice
and unlawful,

In 1974, a truckirg company petitioned ICC to modify
this restriction. The petitioner state3 chat the restric-
tion impedes its use of piggyback service and also unfairly
discriminates agcinst those shippers who are located in
communjties where railroads have not established pigayback
ramps. The petitioner also stated that substituting piggy-
back service for all or any portion of the truck haul, under
certain conditions, would be in the public interest since
it would conserve energy and promite efficient surface trans-
portation.

In 1975, ICC denied the petitioner's recuest. ICC pointed
out that if piguyyback services are to be controlled effec-
tively, particularly for the purvoses of the allowable mile-
age savings requlation, truckers should be limited to
using piggyback service onl+ between the points they are
auvthorized to serve.

Opportunities for truckers to
specialize 1n piggyback are limited

Truckers wishing to specialize in piggyback generally can-
nct get ICC authority if existing regulated truckers already
have ICC operating authorities to serve the same area and are
adequately doing so. Under these circumstances, a trucker
without authority can lease his equipment with ICC approval
tu an existing carrier to provide piggyback service.

1/Strickland Transportation Company v, United States, 219 F.

Supp. 618 (1963).
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One trucker told us that, because he did not have the

needed operating authority, he had paid regulated truckers
about $250,000 annually for leasing arrangements. These
arrangements can range from 13 to 20 percent of the trucker's
total revenue. Such lease arrangements may cause higher
piggyback charges.

An ICC internal study panel, established to develop
guidelines for regulatory improvements and modernization,
recognized the need for qgranting operatin- authority for
piggyback use. In July 1975, the panel recommended that
truckers be given special operating authorities to move
general cargo by piggyback when

~-the truck portion would be 20 percent or less of the
mileage and the rail portion 80 percent or more,

--the truck portion wouléd not 2xceed 400 miles, and

--the railroads would be willing to enter into joint
routes and through rates.

The panel believed these special authorities would
enable shippers to take advantage of the economies offered
by railroads over long distances. Several months later,
however, ICC rejected the recommendation because it be-
lieved existing truck service was adequate and there was
n. need for such special authorities.

«NEQUITIES INVOLVING TRANSPORTATION
OF AGRICULTURAL COMMODITIES

The Interstate Commerce Act provides that the transpor-
tation of many agricultural commodities is generally exempt
from ICC's regulation. As a result, truckers can bid com-
petitively for agricultural shipments as a means of reduc-
ing the amount of their empty return mileage. Railrocads, how-
ever, can haul agricultural commodities only according to
published tariff rates. As a result, railroads say they
experience a larger empty return problem than trucks.

ICC officials believe railroads, after making market-
ing studies, could offer competitive arnual rates for trans-
porting agricultural commodities. At least one railroad has
done so. We believe improved marketing technicues for
railroads are important but not a complete anawer to the
problem.
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Railroad officials told us that piggyback growth
has been limited bv (1) their lack of opportunity tc
bid competitively for individual shipments of agricul-
tural products and (2) ICC's failure to control abuses of
agricultural cooperatives.

Effect on amount
of empty mileage

The Interstate Commerce Act svecifically provides
that the rates for shipping unprocessed agricultural products
do not need ITC approval if these products are hauled by
trucks. Railroads, hcwever, cannot negotiate on any oub-
lished rate. As stated by ICC, thev can perfeorm market
studies and establish a rate, bLut they usuallv do not,
Even then truckers are free to underbid railroads on
agricultural oroducts to attract shipments needed tc
achieve a balanced operation.,

The Peebie Study showed that nationallv riqayback
empty mileage averzged over 40 percent in 1975. However,
requlated trucking empty mileage is only about 16 percent.

ICC officials believe railroads experience the high
amount of empty mileaage of piaqgvback traffic, as compared
to requlated truckers, because thev pay less attention
to the matching of front hauls and backhauls in pigayback
traffic. Also they se2id there is a natural traffic im-
balance which contributed to pigayback as well as other
types of empty mileage.

Abuses by agricultural cooperatives

Agricultural cooperatives are organizetions of farm
producers which are controlled by and provide services
to their members. 1In 1968, the Interstate Commerce Act was
amended to allow these ccoperatives to haul nonmembers'
nonagricultural products procvided that such transvortation
(1) was intidental to the cooperatives' primary transvorta-
tion operation, (2} was necessary for the cocperatives
effective performance, and (3) did not exceed 15 ctercent
of the cocperatives' total annual interstate tonnage.

A railroad official complained that meny aaricultursl co-
operatives are merely facades of for-hire transportation and
many e€exceed the 15-percent limitation. 1ICC's field person-
nel told us that they are well aware of the problem and that
the railroads' complaints are justified.
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In a news conference held on May 23, 1977, the ICC
Chairman stated that sham agriculture ccoperatives siphon
off sore $350 million a year in business from legitimate
carriers. He said that on May 20, 1977, the ICC Bureau
of Investigation and Enforcement had mailed letters to
250 officers and directors of sham cooperatives statirg that
ICC intends to take legal actions against them. ICC esti~
mates that the total potential civil lizbility of the co-
overat.ives involved amounts to some $150 million. with
the liability for already-documented counts running to almost
$10 million.

In addition, ICC is cnnsidering changes in requlations
governing aariceltural cooperatives. In Nuvember 1976, ICC

4 . . . .
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Inscicuted a Srddeeding on agr icultural cooperative transpor-

tation. Among othcr things, .CC is examining (1) the defini-
tion of a cooperative association, (2) the definition of
membetr transportation, {3) computation of tonnage allowable
in nonfarm-nonmember transwortation, and (4) recordkeeping.
As of October 1977, ICC vas still obtaining information on
which to make a .decision.

LEGISLATION REQUESTED BY
{CC TO IMPROVE PIGGYBACK USE

In the 94th Congress, ICC proposed legislation designed
to facilitate the use of piggyback. No action was taken on
this proposed leyislation and, as of October 1977, it had not
been submitted to the 95tn Congress. ICC believed that pro-
posed legislctior. on through routes and fraight forwarders
would promote a nore energy efficient transportation system.

Through routes

As early as 1949 ICC proposed legislation that would
give it the authority to order truckers to establish throuth
routes and joint rates. Similar proposals have been intro-
duced 10 times since then.

ICC's latest propssal would have given it the authority
to establish through routes and joint rates between trucks
and between trucks and rail, water, and express companies.
ICC believed this authority would increase use of piggyback
service. For example, the authority would allow ICC, absent
carrier initiatives, to establish an integrated transcontin-
ental motor-rail-motor-route which combines the advantages of
movement by truck with the long-haul economies of rail trans-
pcrtation.
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In commenting ~u a previous Gi0 revort 1/ one ICC com~
missioner pointed out that while joint rates and rcute ar-
rangements are common among truckers, thr same is not true
between railroads and truckers., He stated that, while piggy-
back has expanded since 1964 (the year ICC issued regulations
governing piggyback), the predominant exvansion has occurred
in plans where the railroads can provide piggyback service
without the cooperation of common carrier truckers. He
also stated that the percentage of treilers or containers
moved under plans whicih reguire joint rate provisions be-
tween railroads and common carrier truckers has either
remained static or has actually decreased.

Freight forwardere

Several times since 1950 proposed legisiation was intro-
duced to permit treight forwarders and railroads tc arrange
special rates. Although ICC's latest proposal was designed
to deal witu the small shipment problem by permitting for-
warders to offer lower rates and expanded service, the
legislation could also help railroads to provide more
piggyback service. '

As mentioned earlier, piggyback has @ high rate of
empty mileage. Freight forwarders assemble and consolidate
small shipments but cannot perform any lono-haul services;
instead, they turn over full load or volume shipments to
long-haul carriers. Under special contractual arrangements,
the forwarder could enable the rail:oads to aveid empty
car movements by loading special purpose cars in the empty
direction,

CONCLUSIONS

The arowth of piggyback has been and continues to be
inhibited by a variety of factors. As discussed in chapter
3, the primary impetus *0 increase piggyback use mist come
from the railroads. Although ICC has recoanized the merits
of more piggyback and has made some adjustments, more needs
to be done.

Because it was concerned about the competitive ad-
vantages that railro:d-owned truck companies would hate
over other truckers and raeilroads, ICC restricted these

1/"Energy Conservation Competes with Pequlatory Objectives
for Truckers," CED-77-79, July 1577.
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truck companies to make them auxiliarv to rail operations.
These restrictions have limited railroads® atility to
perform piggyback services.

Truckers, in most instances, are in direct competition
with railroads for long distance shipments and do not use
piggyback axtensively. Wwe believe mcdification of restric-
tions on rail-owned companies would remove the dependence of
some railroads on truckers to provide piagyback service.

ICC prevents common carrier truckers from using
picqgyback under certain circumstances. Since ICC imposed
these limitations in 1964, the percentage of trailere and
containers moving under plans which reguire joint rate
provisions between railroads and common carrier truckers
has decreased. Although other reasons, including poor
rail service, have contributed to ctruckers' using less pigay-
back, the Council on Wage ané Price Stability uraed that
ICC eliminate all restrictions on truckers' use of piayv~
back. We agree.

In addition, ICC has rejected a proposal which would
allow truckers to transport pigayback trzilers under special
operating authorities. We believe that these special
operating authorities would provide areater opportunities
to increase the growth of viggyback.

In view of the competitive nature of the transporta-
tion industry, regulations concerning agricultural commod-
ities for railrocads should be the same as those for truckers,
We believe 'that modification of the Interstate Commerce
Act to allow railrosds to bid competitively for aqricultural
commodities would help the qgrowth of pigavback.

Each sitvation mentioned above could, if chanaed, con-
tribute tc wider use of piggyback and greater efficiency in
the Natien's transportation system. However, the increased
efficiency mav mean that fewer truck drivers would be needed
and some trucking companies may hLave a more difficult time
sustaining long~haul operations.

AGENCY COMMENTS AND OUR EVALUATION

ICC said that this chapter provided both a challenge
and an opportunity. The challenge ics the reexamination
of its piggyback policies to see if they can withstand
present-day scrutiny. The opportunity lies in areas where
a change migl.t be warranted.
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ICC said its past rolicies in the areazs of key point
restrictions and unrestricted certification for railroad-
affiliated truckino companies ere ripve for reexamination. ICC
has referred these issues to its 71c¢sk Force on Improvina
Mctor Carrier Entry Peaulation.

ICC further agreed that certzin sections of the Inter-
state Commerce Act which impose tiahter restrictions on
railroad-controlled truck companies than on other trucking
companies mray warrant chaenges. ICC explained that restric-
tions on railroad~controlled trick companies were imposed
when the railroads were strona a2ad the motor carrier in-
dustry was in its infency. Today, ICC s2id some railroads
are struggling, and the mctor carrier industrv is able to
provide service and price competition undreamed of five
decades aqo.

ICC said it is time for it to reevaluate its policies
in this area, but, ultimectely, legislation may be needed
tc make any significent changes. To see if new legislaition
is warranted, ICC is directing its Staff Task Force ¢u re-
examine this subject.

In addition, ICC subs.antielly agreed that reaulation
of the transvortation c. agricultural commodities is in-
eguitable, ICC stated it has rercetz’ly reauected leaisla-~
tion to elleviate the disparity cauced by complete requla-
tion of the railroads, regardless of the comincdities handled,
and the exemption of motor caerriers heuling agricultural com-
modities.

ICC seid that truckers can apolyv tc use piqoyback fe-
cilicies at poiQ;s they are not authorized to serve. Under
normal licensing procedures, ICC said & trucker wanting
auvthority to use viggyhack faciiities can reguest it.

We recogr’z:® that such procedures are avaiiable, but
vast ICC pclicvs has limited the authorities oranted, 1In
response toc e 1974 petition invélvinag this issue, ICC said
restrictiors were neeced to control viagyback effectivelv.
In 1975 ICC rejected its own study panel's recommendations
that special operating authorities be aranted to truckers

wanting to usc piggyback because it believed existing truck
service was adecguate,

We believe ICC should help promote eneray efficient

picgyback, and granting special opereting suthorities would
be cne way of doing so.
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RECOMMENDATIONS

We recommend that ICC:

--Eliminate or modify restrictions on rail-owned truck-
ing companies so that these railroads car. perform
piggyback more effectively.

--Eliminate or modify restrictions on truckers' use of
piggyback.

--Approve special (perating authorities for truckers who
want to use piggyback service.

-~Review the adverse impact on piggyback from provisions

of the Interstate Commerce Act and seek legislative
authority, where needed; to make changes.
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DESCRIPTION CF PIGCYBACK PLANS

TAKEN FROM ICC FIELD SERVICE MANUAL

Plan 1 is the movement of motor common carrier freight
in the motor carrier's own trailers. The motor carrier is
responsitle for draving the trailers to and from the rail-
road ramp. The motcr carrier issues a bill of lading to the
shipper and pays the railroad an aareed charge based on con-
tractual arrangement for the movement of 1ts trailer. Plan I
is actually a suvbetituted rail service. Under plan I the
motor cerrier must heve underlying operating authority.

Plan II is a comnlete transvortaticn service performed
by the reilroad. The reilroad, in addition to providinc the
underlvino reil transportation an flatcars, furnishes the
traziler and provides drayage of the trailer between ramp and
facility of shipper or consianee located within the rail-
rozd's teuwnrinal area. The shipments move on rates published
in the reail tariff. Scme plep II rates nrovide for the load-
ina and/or unloading of trailers by the railroad; hcowever,
generally the loadina ard unloading of trailers is the re-
sponsibility of the shioper and/or consianee,

Plan II 1/2 is a ramp-to-ramp service using equipment
of the railroad. Plan II 1--1/2 is similar to plan II with
the excepticen that under plan II 1/2 drayaqe of the trailer
to and from the rail rsmp is the responsibility of the shipper
and/or consignee. Ag a result, plan II 1/2 rates are lower
than plan II,

Plan II 1/4 Reilroads ocuite often have variations of
plan II 1/2, calling ther II 1s4 or I1 3/4, whereby the
railroad by tariff states that it will preovide trailer
drayage at either origin or destinatien.

Plan III is very similar to plan II 1/2 in that the
railroed nrovides a ramp-to-ramp service. The difference
in the two plans is that under plan III rates, the shipper
furnishes the trailer. The railroad may lease trailers to
chiprners; however, the railroad must have a tariff provi-
sion with respect to the leases specifyina the cherges.

Plan IV is the underlying transportaticn by rail of
shipper-owned flatcars and trailers. The predominant users
of this plan are freight forwarders and associations of
shipoers, The railroads may lease flatcars as well as
trailers; however, to do so they must have appropriate
tariff publication with specific charges.
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Plan V is a truly intermoda: service involving a joint
motor-rail-motor, rail-motor, motor-rail, or any combination
thereof, movement. Rates charged the underlying patron may
be rail or motor; however, they are generally motor. The
railroads and motor carriers involved have an interchange
agreement for movement of the trailer and. in addition, an
agreement as to the division of revenue.
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Buterstate Commeree Tommigsion
@ashington, B.E. 20423

OFPICE OF THE CHAIRMAN September 19, 1977

Mr. Henry Eschwege

Director

Comraunity and Economic
Development Division

United States General Accounting
Office

Washington, D.C. 26548

Dear Mr. Eschwege:

The Cecmmission appreciates the opportunity to comment on the proposed
report entitled "Combined Truck/Rail Transportation Service--Action Needed
to Enhance Effectiveness”.

The report correctly points out that there are mony interrelated factors
inhibiting the growth of piggyback service. Because the draft report and present
Commission thinking are consistent on most major issues, our comments will
concenirate on points where a different emphosis may make it easier for the public
to understand the controversies and economic trade-offs involved. In several
places specific changes in the droft report are suggested. Undates of pending
Commission proceedings involving piggyback also have bexn included.

Initially, 1'd like to point out that | have referred the difficult is:ues of
key point restrictions ond unrestricted motor carrier certification f2- ruiiroad-
offifiated carriers ro the Commission's Task Force on Improving Motor-Carrier
Entry Regulation. As you indicate in your report, the Commission's pase policies
in these areas are ripe for raexamination,

RAILROAD ACTIONS NECESSARY TO INCREASE THE USE
OF PIGGYBACK

The draft cites three areas in which railroeds need to improve performance.
While the railroads are the proper focal point, since they actually perform the
service, there may be limits to the improvements they can effectuate. Shippers'
specialized needs and the inherent inflexibility of rail operations also need to be
considered. Beyond a certain level of service, diversion of traffic to piggyback
cannot be expected because of the basic differences oetween raii and truck service.
These are some examples:

33

APPENDIX II



APPENDIX I1 APPENDIX II

(1) Piggybock is not a good choice for short haul movements, poartially
because of delays in i.rminal operations. Unfortunately, as a general rule the
more efficient the terminal, the costlier the service becomes. Short rail wove-
ments have high operational costs and are not price competitive with trucks.
Perhaps use of a corridor with a longer line-haul would partially neutralize terminal
delays and narrow the differences in delivery times and rates assessed. Of course,
use of a different corridor might have little impact on the problems conceming loss
and damage claims,

{2) Piggyb~:k is not a particularly suitable mode for all commodities.

{3) Piggyback requires a stzady, heavy, two-way traffic flow to support
the expense of pig yards, This latter problem is more troublesome than in the motor
carrier field, since many .ypes of rail cars handle spccial commodities and are of a
specialized construction,

(4) Rail service is less flexible geographically, This is crucial because of
the demographic changes taking place in our society. Factories and the markets
for manufcctured goods are increasingly concentrated in large metropoliton areas.
Tke distribution of manufacturers to a dispersed rural and small-town population,
for which much of the rail network was built, has diminished in impurtance.,
Metropolitan areas have become more self-sufficient. Products that continue to move
in long intercity shipments are typically highly styled products of light manufacturing
that move in small lots and require levels of service that railroads are not designed to
provide, The rail network has not been extended to cover the many situaiicns where
cities hove grown and decentralized. The suburbanization of residences and indusiries
has token consumers and shippers to areas without immediate access to rail lines. The
physical inflexibility of railreads stands in great contrast to the flexikility of motor
carrier opergticns. A irucker can :erve all parts of a town, and the interstate high-
way system enobles trucks to enter, leave, or bypass congested retropolitan areas
with ease.

T' . railroods must impreve, but the problems they will have in conforming their
service offerings to shippers' and carriers' piggyback needs are serious. More emrphasis
should be placed on this in this report, and then reclistic policies can be developed.

Finally, the draft should be expanded to include some historical perspective.
It should examine railroad responses to complaints about poor service in oreas like
breakage; should lock at efforts to improve th. !~ operations {e.g., improved loading
devi~es and car constructicn); and post the quesiion of whether these efforts have been
maximul. Any promised technological developments also should be evaluated.
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REGULATORY CHANGE

Chapter 4 of the draft provides the Commission with both a challenge and
an opportunity. The chaollenge is in the reexamination of our piggyback folicies
to see if they withstand present-day scrutiny, The opportunity lies in areas where
a change might be warranted.

It is true that the interstate Commerce Act imposes tighter restrictions on
railroad=controlled trucking companies than on unaffiliated ones, both in acqui-
sition and certification proceedings. The general policies behind section 5(2){(b)
of the Act, which restricts the services of motor carrier subsidiaries of railroads,
arose when the motor carrier industry was in its infancy. In 1935 the Nation's
railroads were strong. Domination of the trucking industry by the railroads was a
realistic fear. Today, some railroads are struggling, and the motor carrier industry
is able to provide service and price competition undreamed of five deccdes ago.

It is time for the Commission to reevaluate its policies toward railroad affiliations
with motor carriers.

Ultimately, legislation may be needed to effectuate any significant change
in this policy. Many court decisions, including those of the U,S, Supreme Court,
have examined the legislative history and past policies of the Commission. These
decisions have concluded that allowing the railroad parent to invade the field of
trucking would offend section 5(2){b) of the Interstate Commerce Act and the National
Transportation Policy.

To see if new legislation is warranted. | am directing our Staff Task Force
to rezxamine this subject. Views from the rail and motor carrier industries, as well
as the shipping public, will be helpful in determining Gut position on this matter.

Your report notes that in ¢ Commission proceeding, Ex Parte No. 230
(Sub~No. 4), Investigation to Consider Further Modification of the Piggyback Service
Regulations, the quustion of circuity restriction- in substituted service is being further
examined. Ina previous report we relaxed the restriction for motor carriers from a
15 to o 20 percent standard. The Commission's report on the matter should be issued
in the near future, so | will not discuss the merits of the issue ot this time, But |
should note that the response to that proceeding was very disappointing. While two
major motor carrier associations and several government agencies responded, only
one water carrier and two motor carriers presented views, No railroads offered evi-
dence. This is perhaps becouse many circuity limitation problems :rose where irregulor
route motor carrier authorities were tacked, and most circuitous routing by tacking of
irregular route authorities has been ended by our gateway regulations at 49 CFR 1065.
But the lock of interest might indicate that economic, rather than regulatory forces play
a more significant role in the non-use of TOFC services,

{ See GAO note 1, p. 37.)
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Ancther suggestion in the draft is that the Commission authorize trucklines
to use TOFC facilities ot points the trucklines are nct authorized to serve. A notor
carrier wishing to perform such an operation is not forbidden to request such authority
under our nommul licensing standards, A far bock as 1965, in Maskelyne Transfer &
Storage, Inc., Extension, 66 M.C.C, 581, the Commission ruled that this type of
coordinated service is "distincly in the public interest”. There was no shipper support
in that proceeding, but the Commission felt that o substituted operation would result
in operating economics, The Comm’ssion receives thousands of applications for motor
carrier authority annually. Mcny are based, and granted, on theories such as balanced
operations, operating economies, and fuel conservation. While the type of case
represented by Maskelyne is not enccuntered often, the Commission has not placed any
constraints on these types of applications, If g trucker wants to specialize in piggy=
back, there is no regulatory obstacie. Also, the trucker may specialize in these opera-
tions using the existing Plans 1 and V.

We agree substantially with the analysis of inequities involved in the trans-
portation of wgriculfural commodities. The Commission hbas repeatedly reque:zt=d legis-
lation from Congress to allevigte the dispurity coused by complete regulation of the
railroads, regardless of the commodities handled, and the exemption of motor carriers
hauling agricultural .ommodities. It should be noted, however, thot the traditional
keavy rail movement is from agricultural producing areos to consuming areas, und
consequently, the predominating empty movement is from consuming areas fo the farm
regions, Also, increasing the quantity of service available for ¢ timited amount of
agricultural production could result in an increase in empty mileage for trucks.

The draft report recognizes our efforts against sham agricultural cooperatives,
Ex Parte No. MC-735 (Sub-No. 1), Agricultural Cooperative Transportation Exemption
(Modification of Regulations), a rulemdkirg procezding which will try to define more
clearly the exemption accorded agricultural cooperatives, will be decided shortly.

An appendix to this letter details some minor points in the draft which you
may find helpful in your review.

The dialogue on this subject has already proven valuable to the Commission,
since it has coused us to commence a reevaluation of long-standing policies on mctor
carrier-railroad offiliations and key point restrictions. | will keep you informed of the
Commission's progress in these matters,
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If | can be of further assistance, please do not hesitate to call upon

Lt

'/A. Daniel
Chairman

me,

Attachment ( See GAO note 2.)

Commissioner Christian was absent and did not participate.

GAO notes : 1. TOFC refers to “"Trailer on Flatcar," another

term for piggyback.

2. Attachment consisted of miscellaneous editor-
ial suggestions which have been incorporated

in the report.
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